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SUBJECT: BILATERAL OIL AGREEMENT 

FOR AMBASSADOR ONLY FROM UNDER SECRETARY ROBINSON. 

1. PLEASE ADVISE ANSARY THAT WHILE SOME ASPECTS OF THE 
AGREEMENT WE DISCUSSED IN LONDON HAVE NOT YET BEEN RESOLVED 
WITHIN USG, THERE IS. UNFORTUNATELY, UNANIMITY AMONG USG 
LAWYERS ON ONE KEY ASPECT OF PLAN. THAT IS THAT REGULAR 
PROCUREMENT AUTHORITY OF DEFENSE DEPARTMENT CANNOT REPEAT 
NOT BE USED AS LEGAL BASIS OF PROPOSED AGREEMENT. SENIOR 
USG LAWYERS WHO HAD NOT BEEN CONSULTED BEFORE LONDON MEET- 
ING HAVE CONCLUDED THAT DEFENSE DEPARTMENT PROCUREMENT 
AUTHORITY IS LIMITED TO PURCHASE OF GOODS FOR PURPOSE OF 
SUPPLYING ARMED FORCES, NOT WITH INTENTION OF RESALE ON 
CONTINUOUS AND LARGE-SCALE BASIS. OUR PLAN UNAVOIDABLY 
ENTAILS SALE OF IRANIAN OIL CONTRACTS TO U.S. REFINERS FOR 
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ING INTO THE PROPOSED AGREEMENT MUST BE EITHER THE DEFENSE 
PRODUCTION ACT (THE PREFERRED VEHICLE) OR THE NEWLY ENACTED 
ENERGY ACT. BOTH EXPRESSLY REQUIRE CONGRESSIONAL ENACTMENT 
OF APPROPRIATION TO FUND PURCHASE/SALE PROGRAM. WE BELIEVE 
WE COULD PUT APPROPRIATION IN FORM OF REVOLVING FUND 

AUTHORIZATION NOT INVOLVING LARGE SUMS OF MONEY OR LOSS- 
RESERVE ISSUES, BUT IT WOULD REQUIRE PRESENTATION TO AND 
ACTION BY BOTH HOUSES OF CONGRESS AND THEREFORE COULD NOT 
BE COMPLETED BEFORE END OF FEBRUARY, POSSIBLY LATER. 

2. PLEASE CONVEY TO MINISTER OUR DEEP REGRET THAT OUR 
EARLIER ADVICE, REFLECTED IN LONDON DISCUSSION, OFFERED 
PROMISE OF INITIATING PROGRAM WITHOUT DELAY OR 
CONGRESSIONAL DEBATE. IT WAS ONLY AFTER LONDON MEETING 
THAT PARTICIPATION IN PLANNING WAS BROADENED TO INCLUDE 
DEFENSE DEPARTMENT LEGAL SPECIALISTS. 

3. WE CONTINUE TO PURSUE RESOLUTION OF REMAINING ISSUES 
WITHIN USG, LOOKING TO EARLY TRANSMISSION OF FIRM 
PROPOSAL AND NEGOTIATIONS TOWARD AGREEMENT DATED IN 
JANUARY 1976. MEANWHILE WE WOULD APPRECIATE MINISTER 
ANSARY'S COMMENT AS TO WHETHER PROPOSAL INCLUDING 
APPROPRIATION FEATURE OUTLINED ABOVE IS FEASIBLE FROM 
THE VIEWPOINT OF THE GOVERNMENT OF IRAN. KISSINGER 
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